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SUBJECT: GOM OFFICIAL DISCUSSES ECONOMIC POLICY, GOALS 

1. SUMMARY: GOM SECRETARY OF NATIONAL PATRIMONY ALEJO AT 
JUNE 17 LUNCHEON ATTENDED BY AMBASSADOR DISCOURSED ON BASIC 
ECONOMIC PHILOSOPHY OF ECHEVERRIA ADMINISTRATION, AND ITS 
POLICY IMPLICATIONS. ALEJO CRITICIZED PAST "OVER-PROTECTION" 

OF STRUGGLING PRIVATE SECTOR INDUSTRIES, AND SUGGESTED THAT 
PUBLIC SECTOR ASSISTANCE GIVEN THEM COULD HAVE BEEN BETTER 
USED. FIRST DUTY OF MEXICAN STATE, HE SAID, IS ECONOMIC 
DEVELOPMENT OF COUNTRY AND ITS PEOPLE, UNDER EQUITABLE 
SYSTEM FOR ALL SECTORS AND WITH IMPROVED INCOME DISTRIBU- 
TION. END SUMMARY 

2. SECRETARY OF NATIONAL PATRIMONY (SEPANAL) SECRETARY 
FRANCISCO JAVIER ALEJO WAS SPEAKER AT ANNUAL ROTARY CLUB 
OF MEXICO CITY LUNCHEON JUNE 17. (AMBASSADOR WAS INVITED 
GUEST OF HONOR. AND SAT NEXT TO ALEJO.) THEME OF ALEJO'S 
TALK WAS "THE RIGHTS OF MAN IN THE ECONOMY." ANDIT 

WAS DELIVERED IN A SOBER. LOW-KEY MANNER WHICH CON- 
TRASTED SHARPLY WITH FLAMBOYANT RHETORIC SOMETIMES 
CHARACTERIZING SPEECHES BY SENIOR GOM FIGURES. 
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3. EXTENSIVE MEXICAN PRESS REPORTING OF ALEJO SPEECH 
STRESSED HIS STRONG CRITICISM OF PAST "OVERPROTECTION" 

OF INEFFICIENT PRIVATE SECTOR INDUSTRIES (WHICH HAVE OFTEN 
BEEN RESCUED BY PUBLIC SECTOR FUNDS, USUALLY ACCOMPANIED 
BY EQUITY PARTICIPATION OF SUCH PUBLIC SECTOR ENTITIES 
AS NACIONAL FINANCIERA, THE STATE DEVELOPMENT BANK, OR 
SOMEX, THE STATE HOLDING COMPANY) . ALEJO SAID THAT THESE 
PUBLIC SECTOR RESOURCES COULD OFTEN HAVE BEEN BETTER USED 
BY NEW INVESTMENT IN MODERN INDUSTRIES, OR IN THE 
STRUGGLING AGRICULTURAL SECTOR, AND WOULD HAVE CREATED 
MORE NEW JOBS THAN THOSE LOST BY THE DEMISE OF THE 
INEFFICIENT FIRMS "SAVED" BY THE GOM. "THE STATE HAS NO 
OBLIGATION TO PROTECT INEFFICIENCY IN BUSINESS," HE SAID, 

ADDING THAT THE MAIN MISTAKE IN THE PAST WAS "HAVING 
OVERPROTECTED AND OVERLOADED WITH INCENTIVES SOME OF THE 
MOST UNPRODUCTIVE COMPANIES IN THE COUNTRY." 

4. IN ANSWER TO CRITICISM OF PUBLIC SECTOR CONTROLLED 
COMPANIES, ALEJO ADMITTED THAT SOME WERE INEFFICIENT, 

BUT ADDED THAT THE SAME CAN BE SAID FOR MANY PRIVATE 
SECTOR FIRMS AS WELL, WHICH ARE BEING PROTECTED BY GOM, 

AND ARE INCAPABLE OF COMPETING IN WORLD MARKETS. HE 
INDICATED THAT THIS PROTECTION IS BEING REDUCED (BUT DID NOT 
GO INTO DETAILS). 

5. SPEAKING IN PHILOSOPHICAL TERMS, ALEJO SAID THAT THE 

FIRST DUTY OF THE MEXICAN STATE IS THE ECONOMIC DEVELOPMENT 
OF THE COUNTRY AND OF ALL ITS PEOPLE. THIS DEVELOPMENT SHOULD 
BE EQUITABLE FOR ALL SECTORS, INCLUDING AGRICULTURE , AND 
SHOULD BE ACCOMPANIED BY IMPROVED INCOME DISTRIBUTION AMONG 
THE MEXICAN PEOPLE. INDEED, HE SUGGESTED, SOME OF THE 

AGRICULTURAL SHORTAGES IN RECENT YEARS COULD BE TRACED TO 
UNDER-FINANCING OF THAT VITAL SECTOR IN THE MEXICAN ECONOMY. 
RECENT IMPORTS OF FOODSTUFFS AS A RESULT OF THE FAILURE OF 
THE AGRICULTURAL SECTOR TO PROVIDE FOR THE GROWING NEEDS 
OF THE MEXICAN PEOPLE HAS WORSENED MEXICO'S BALANCE OF PAYMENTS 
DEFICIT. HE ADDED. 

6. COMMENT: THE IMPRESSION OF THE ROTARIANS PRESENT WAS 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 MEXICO 05373 191912Z 

THAT ALEJO HAD SKILLFULLY UTILIZED THE ARGUMENTS OF TRA- 
DITIONAL ECONOMISTS WHOM THEY ADMIRE TO TURN THE TABLES ON 
THE PR VATE SECTOR, E.G. IN POINTING OUT THAT STATE SHOULD 
NOT BECOME OVER-INVOLVED "HELPING" PRIVATE SECTOR, BUT 
RATHER NATURAL FORCES OF THE MARKET PLACE SHOULD BE ALLOWED 
TO PREVAIL. 
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